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PART IV 

(a) A corporate credit union that has met 
the requirements for this Part IV may enter 
into derivative transactions specifically ap-
proved by NCUA to: 

(1) Create structured products; 
(2) Manage its own balance sheet; and 
(3) Hedge the balance sheets of its mem-

bers. 
(b) Credit Ratings: 
(1) All derivative transactions are subject 

to the following requirements: 
(i) If the counterparty is domestic, the 

counterparty rating must be no lower than 
the minimum permissible rating for com-
parable term permissible investments; and 

(ii) If the counterparty is foreign, the cor-
porate must have Part III expanded author-
ity and the counterparty rating must be no 
lower that the minimum permissible rating 
for a comparable term investment under 
Part III Authority. 

(iii) Any rating(s) relied upon to meet the 
requirements of this part must be identified 
at the time the transaction is entered into 
and must be monitored for as long as the 
contract remains open. 

(iv) Section 704.10 of this part if: 
(A) one rating was relied upon to meet the 

requirements of this part and that rating is 
downgraded below the minimum rating re-
quirements of this part; or 

(B) two or more ratings were relied upon to 
meet the requirements of this part and at 
least two of those ratings are downgraded 
below the minimum rating requirements of 
this part. 

(2) Exceptions. Credit ratings are not re-
quired for derivative transactions with: 

(i) Domestically chartered credit unions; 
(ii) U.S. government sponsored enterprises; 

or 
(iii) Counterparties if the transaction is 

fully guaranteed by an entity with a min-
imum permissible rating for comparable 
term investments. 

PART V 

A corporate credit union that has met the 
requirements for this Part V may participate 
in loans with member natural person credit 
unions as approved by the OCCU Director 
and subject to the following: 

(a) The maximum aggregate amount of 
participation loans with any one member 
credit union must not exceed 25 percent of 
capital; and 

(b) The maximum aggregate amount of 
participation loans with all member credit 
unions will be determined on a case-by-case 
basis by the OCCU Director. 

[67 FR 65658, Oct. 25, 2002] 
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§ 705.0 Applicability. 
Monies from the Community Devel-

opment Revolving Loan Fund for Cred-
it Unions are governed by this part. 

§ 705.1 Scope. 
(a) This part implements the Com-

munity Developments Revolving Loan 
Program for Credit Unions (Program) 
under the sole administration of the 
National Credit Union Administration. 

(b) This part establishes the fol-
lowing: 

(1) Definitions; 
(2) The application process and re-

quirements for qualifying for a loan 
under the program; 

(3) How loan funds are to be made 
available and their repayment; and 

(4) Technical assistance to be pro-
vided to participating credit unions. 

§ 705.2 Purpose of the program. 
(a) The Community Development Re-

volving Loan Program for Credit 
Unions is intended to support the ef-
forts of participating credit unions 
through loans and technical assistance 
to those credit unions in: 

(1) Providing basic financial and re-
lated services to residents in their 
communities; and 

(2) Stimulating economic activities 
in the communities they service which 
will result in increased income, owner-
ship and employment opportunities for 
low-income residents, and other com-
munity growth efforts. 
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(b) The policy of NCUA is to revolve 
loan funds to qualifying credit unions 
as often as practical in order to gain 
maximum economic impact on as 
many participating credit unions as 
possible. 

§ 705.3 Definitions. 
(a)(1) The term ‘‘low-income mem-

bers’’ shall mean those members who 
make less than 80 percent of the aver-
age for all wage earners as established 
by the Bureau of Labor Statistics or 
those members whose annual house-
hold income falls at or below 80% of 
the median household income for the 
nation as established by the Census Bu-
reau or those members otherwise de-
fined as low-income members as deter-
mined by order of the NCUA Board. 

(2) In documenting its low-income 
membership, a credit union that serves 
a geographic area where a majority of 
residents fall at or below the annual in-
come standard is presumed to be serv-
ing predominantly low-income mem-
bers. In applying the standards, Re-
gional Directors shall make allowances 
for geographical areas with higher 
costs of living. The following is the ex-
clusive list of geographic areas and the 
differentials to be used: 

Per-
cent 

Hawaii ................................................. 40 
Alaska ................................................. 36 
Washington, DC .................................. 19 
Boston ................................................. 17 
San Diego ............................................ 15 
Los Angeles ......................................... 14 
New York ............................................ 13 
San Francisco ..................................... 13 
Seattle ................................................ 10 
Chicago ............................................... 7 
Philadelphia ........................................ 7 

(b) For purposes of this part, a par-
ticipating credit union means a state- or 
federally-chartered credit union that is 
specifically involved in the stimulation 
of economic development activities and 
community revitalization efforts 
aimed at benefiting the community it 
serves; whose membership consists of 
predominantly low-income members as 
defined in paragraph (a) of this section 
or applicable state standards as re-
flected by a current low-income des-
ignation pursuant to § 701.34(a)(1) or 
§ 741.204 of this chapter or, in the case 

of a state-chartered nonfederally in-
sured credit union, under applicable 
state standards; and has submitted an 
application for a loan and/or technical 
assistance and has been selected for 
participation in the Program in accord-
ance with this part. 

[58 FR 21646, Apr. 23, 1993, as amended at 60 
FR 58504, Nov. 28, 1995; 61 FR 50695, Sept. 27, 
1996; 69 FR 45237, July 29, 2004] 

§ 705.4 Program activities. 

In order to meet the objectives of the 
Program, a credit union applicant 
should provide a variety of financial 
and related services designed to meet 
the particular needs of the low-income 
community served. These activities 
shall include basic member share ac-
count and member loan services. 

§ 705.5 Application for participation. 

(a) Applications to participate and 
qualify for a loan or technical assist-
ance under the Program may be ob-
tained from the National Credit Union 
Administration, Community Develop-
ment Revolving Loan Program For 
Credit Unions. 

(b) The application for a loan shall 
contain the following information: 

(1) Information demonstrating a 
sound financial position and the credit 
union’s ability to manage its day-to- 
day business affairs, including the 
credit union’s latest financial state-
ment. Nonfederally insured credit 
unions must include the following: 

(i) A copy of its most recent outside 
audit report; 

(ii) Proof of deposit and surety bond 
insurance which states the maximum 
insurance levels permitted by the poli-
cies; 

(iii) A balance sheet, an income and 
expense statement, and a schedule of 
delinquent loans, for the most recent 
month-end and each of the twelve 
months preceding that month-end. 

(2) Evidence that the credit union has 
a need for increased funds in order to 
improve financial services to its mem-
bers. 

(3) The following information con-
cerning a state-chartered credit 
union’s field of membership: 

(i) Current field of membership as set 
forth in the credit union’s charter; 
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